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Please state your name and business address.

My name is Jeffrey Loiter and my business address is Optimal Energy,
Incorporated, 10600 Route 116, Hinesburg, Vermont, 05461.

On whose behalf are you testifying?

I am testifying on behalf of the New Hampshire Sustainable Energy
Association, Conservation Law Foundation, The Jordan Institute, New
England Clean Energy Council, and The Nature Conservancy (“NHSEA et
al”).

By whom are you employed and in what capacity?

I am a Partner in Optimal Energy, Inc., a consultancy specializing in
energy efficiency and utility planning. In this capacity, I direct and perform
analyses, author reports and presentations, manage staff, and interact with clients
to serve their consulting needs.! My clients include state energy offices and
efficiency councils, utilities and third-party program administrators, and non-
governmental organizations. For example, I participate on the consultant team
supporting the work of the Massachusetts Energy Efficiency Advisory Council,
which guides the development of energy efficiency plans by the state’s investor-
owned gas and electric utilities and energy providers and monitors the
implementation of these plans. I have recently begun providing similar services to
the newly-formed Delaware Energy Efficiency Advisory Council.

Are you the same Jeffrey Loiter who filed testimony in this docket on
December 9, 2015?
Yes. I also presented during the EERS investigation in DE 15-072 at the
invitation of PUC Staff.
How is your reply testimony organized?
My reply testimony addresses the following four topics.
= Areas of agreement between NHSEA et al and the Staff and/or Joint
Utilities.

! See, e.g. http://www.epa.gov/cleanenergy/documents/suca/potential_guide.pdf and
http://epa.gov/cleanenergy/documents/clean_energy_fund_manual.pdf. .
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= The treatment of lost revenue in the Staff’s EERS “model” as presented in
their testimony and data responses, including my opinion that lost revenue
is a not cost of efficiency programs, and the appropriateness of several
adjustments to lost revenue proposed by Staff.
= The Joint Utilities approach to determining EERS funding amounts and
associated savings targets.
= The need for independent evaluation, monitoring, and verification of
energy efficiency programs.
AREAS OF AGREEMENT
Based on your review of the testimony filed by Staff and the Joint Utilities,
are there any areas of agreement in this docket?
Yes, there are. My understanding is that both Staff and the Joint Utilities support
an initial set of firm three-year goals for both electric and gas utilities, that the
utilities are currently best-positioned to continue delivering energy efficiency
programs, and that continued or potentially expanded oversight and guidance of
efficiency efforts in New Hampshire by a statewide group of stakeholders would
be beneficial.
Are there areas where there are clear areas of disagreement?
Yes, there are several, most of which relate to the treatment of lost revenues,
which I will discuss in detail below.
TREATMENT OF LOST REVENUE
Before we address the topic of lost revenue, please summarize the
information to which you will be referring in your testimony.
I will be referring to the testimony filed by the Joint Utilities and the Staff on 9
December 2015, including corrections submitted by Staff on 11 December; the
responses to data requests propounded by Joint Utilities, Staff, NHSEA, and OEP;
and clarifications made regarding those documents provided during a technical

session.
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Q:

At the most fundamental level, leaving aside details of how it should be
calculated and remunerated to a utility, do you support the concept of lost
revenue recovery?

Yes, absolutely. Regulated utilities have had their rates set based on a forecast of
energy sales. When they are subsequently directed to take action to reduce those
sales by implementing energy efficiency programs, the fixed costs that were being
recovered by a volumetric charge will no longer be fully recovered. A mechanism
to provide the utility with these lost revenues simply ensures that their fixed costs
are recovered in the amount previously approved.

Does this provide the utility with greater overall revenue than if they had not
implemented energy efficiency programs?

No. When implemented correctly, a lost revenue recovery mechanism will
provide the utility with the same amount of revenue to cover its fixed costs in
either case.

But if these lost revenues are collected from ratepayers as a separate charge
on their bill, are they additional revenues to the utility, at additional cost to
the ratepayer?

No. The increment to customers’ rates is offset by the decrease in total customer
usage resulting from the efficiency programs. It is true that for those customers
whose usage remains the same, the lost revenue recovery represents an additional
cost. For those whose usage decreases, their bills will decrease. Such a change in
the allocation of fixed costs would also occur if some number of customers
reduced their usage of their own accord. In that case, the utility’s rates would have
to increase to ensure that fixed costs were recovered in full, but this would occur
during a distribution rate case.

In summary then, you are stating that lost revenues do not represent an
additional cost to ratepayers as a whole, correct?

Yes. The figure below may help to illustrate this. It shows how utility revenue
changes in the case of a cost-effective energy efficiency program, both with and

without lost revenue recovery.
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If lost revenue is not an additional cost to ratepayers, how should it be
accounted for in an analysis of the cost-effectiveness of energy efficiency
programs?

The short answer is that in three of the four widely-recognized tests of cost-
effectiveness, lost revenues are not included as a cost. When lost revenue is
recognized as a shift in costs from one group to another, it should be clear that
this shift occurs completely within the bounds of both the utility cost test and the
total resource cost test, and therefore should be excluded. The participant cost test
does not include lost revenues, although they are implicitly part of the bill
reduction participants realize. They do appear in the ratepayer impact measure
(RIM) test as a cost to non-participants.

Can you provide additional information regarding the total resource cost test
and how it is conducted?

Yes. The total resource cost test, or TRC, which the Commission currently uses
for the CORE progfams, is designed to address the complete picture of all costs
and benefits resulting from energy efficiency programs that can be monetized and

that are realized by the utility and all of its customers. The definition of the TRC
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is usually attributed and referenced to the California Standard Practice Manual. It
states that “the primary strength of the Total Resource Cost (TRC) test is its
scope” and that it “provides a useful basis for comparing demand- and supply-side
options.””? The benefits calculated in the TRC are the avoided supply costs, based
on reduction in transmission, distribution, generation, and capacity costs valued at
marginal cost for the periods when there is a load reduction. The costs in the test
are the program costs paid by both the utility and the participants plus any
increase in supply costs for periods in which load is increased.

Is the TRC the appropriate test upon which the NH Public Utilities
Commission should base it’s assessment of whether an energy efficiency
program is a cost effective use of ratepayer money?

Yes.

Commission Staff have stated that lost revenue should be treated as a cost
and included in the cost portion of the benefit/cost test (Staff testimony, page
43) and note that this is “consistent with the Commission’s practice of
treating PI [performance incentives] as a cost for purposes of calculating
TRC.” (Staff response to data request TS-5) Do you have any comment on
this?

Yes. Including lost revenue as a cost in the TRC is actually not consistent with the
practice of treating performance incentives (PI) as a cost, nor is it consistent with
the application of the TRC in general. PI earned by a utility is truly an additional
cost of implementing energy efficiency programs; these monies would not have
been collected from ratepayers in the absence of the programs. In contrast, lost
revenue does not represent an additional cost of the program, but a re-allocation
of fixed costs to all ratepayers based on changes in consumption resulting from
energy efficiency programs.

Are there other areas where the Staff’s treatment of performance incentives

and lost revenue is inconsistent?

2 California Standard Practice Manual: Economic Analysis of Demand-Side Programs and Projects.
Govemor’s Office of Planning and Resee:-h. State of California. July 2002.




































